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R B ' NATIONAL SECURITY COUNCIL

$OF Lo - ACTION
 SE 7 /CODEWORD ATTACHMENTS - - November 9, 1973

" MEMORANDUM FOR BRENT SCOWCROFT

CFROM: - A.W. Marshall W
SUBJECT:  Probabilities in Intelligence Analysis

Wlthmy approéching d.eparture:]";think'l should tell you of ‘some experi-
‘mental intelligence products I'have had prepared in an attempt to get

‘irnpi'oved products to HAK, In any case, 1 would like to h.aVé your
. reactions to these products, o SRR

- ‘:Th‘e. gene.sis of"!‘:hi‘vs effort is as ‘foliov}v.'s‘:

. -- HAK said that tbp-ievel policymaking was essentially a
- matter of making complicated bets about the future.. He wished
_ that intelligence would supply him with estimates of the relevant

MORI/CDF C03358255 Pages
9-33 ‘ o
05129177 pages 59-74

‘ bgaffinbf odds.

== He also said not to ask him what he_ needed because he

could not tell, but that he would recognize it when he saw it.

: B My'reSPt:msé has been in a few selected areas to 'deveiop
_experimental products for his review and reaction,

StateDept. | o o

review . . _ o ..
‘Three papers have been produced attempting to give him the betting odds.
pages59-74 Thev are: MR . A

-= The likelihood of Sino-Soviet war.

-= The outbreak of hostilities in Cyprus.

[NASA review éompleted pages 9-33]

-~ The Panamanian reactions in the Panama Canal negotiations,

Copies of these’ stud_i.es"are at Tabs E, F, and G. These studies were sent

to HAK who responded favorably, but he indicated more work was required
‘ (see Tab D). S ' '

DIA, NSS reviews | T

completed. .

- scher- Gps
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; '-‘;—The use of numencal probab111t1es 111 mt:elhgence estn'nates has two -

Joae f‘l_"-poss:.ble benef:d:s.

s No ObJectlon to Declassmcatlon in Part 2013/09/11 : LOC-HAK-538-3-5-6 -

- Improved 'inteiiige‘nc.‘e‘ analysis wu:h 1iinited da.ta._

'-- More effectwe com:ﬁumca.tlon of a.na.lysts Judgments _
to consmners. : - Lo

My feelmg is tha.t one of the maJor failings of current mtelllgence products
is their attempl: to provlde only one consensus judgment, Most NSC staff
- people feel that a more systematic presentation of several alternatives
along with the welght of ewdence or Judgment in each would" be more

- ‘_helpful

_.-Unfortunal:ely, the three studies that are attached stressed improved
: janalysm rather than improved communication between the analyst and.
.consumer, However, an attempt to explore better communication

. practices has been made, The results of the Sino=Soviet paper are now
“available in three alternative formats, They each show estimates of the

likelihood of hostilities as a function of major variables in the situation

(see Tabs A, B, and C), Each chart would, if included in a product, be
:preceded by the followmg paragraphs:

_ “Attached is an estimate of the probability of a Soviet attack
 ‘on'China within the next twelve months. Because of an improved
‘Chinese military posture and international position, the odds are .
fifteen to one against an attack, Of the factors affecting such an
- event, five were identified as most influential:

S - Changes in the PRC's internal political situation,
7~ especially the development of pro-Soviet factions.

« The USSR's perception of the PRC's nuclear capability
as a deterrent.

- Serioufs border incidents. . .

- Charges in USSR. 1ea.dersh1p affectmg the attitudes of the
key lea.dershxp. . ' TN
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SECRET =~ - 3

- Changes in USSR external political/ military alliances,
which free or divert resources from potential use against the
PRC.

- Two of these can significantly increase the probability of attack:

- A deterioration of the PRC's internal political situation,
occurring upon the death of Mao or Chou and accompanied by .
a breakdown in command and control.

- A view on behalf of the Soviets that the PRC does not
" have a credible deterrent. n ,

. Questions

-~= Which, if any, of these alternative presentations improves
upon the traditional product?

Pt A v
ks [

L ¥Y

L

—

Tab B

“Tab C

~= Which do you like best?

. Tab A

Tab B e

Tab C

-= Do you have any additional approaches to suggest? For
~example, a tick-point, more verbal discussion of probabilities '
rather than charts?

S St M%M—-«'F
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" PROBABILITY OF A SOVIET ATTACK

SOVIETS DO NOT BELIEVE
CHINESE NUCLEAR CAPABILITY -
IS CREDIBLE DETERRENT

CAND

e i e et 4

BOTH LEADERS DIE, INTERNAL DISCORD, .
BREAKDOWN IN COMMAND AND CONTROL -
PRO-SOVIET FACTION EWERGES

BOTH LEADERS: DIE ENTERNAL DISCORD,
BHEAKDO‘NN IN COMMAND AND CONTROL

<s
<

PROSOVIET FACTION EMERGES

* NO CHANGE INTERNALLY. (BOTH LEADERS
"LIVE, NO MODERATION tN ATTITUDE

 TOWARD USSR, NO INTERNAL DISCORD) |

- cu H BENT BEST ESTIMATE

POSSIBLE CHANGES N iNTERNAL
PHC POLITICAL SITUATION L

7. CHINESE NUCLEAR = | |
- DETERRENT. | -— 100% - -
IAND
— 76% E
=
==
o 60% “E}
L B ] oy
BOTH LEADERS DIE, INTERNAL DISCORD, 52&;5/’5
BREAKDOWN IN COMMAND AND CONTROL. gh — —50% {777
PRO-SOVIET FACTION EMERGES ‘ = : / / A
 BOTH LEADERS DIE, INTERNAL DISCORD, | % | aoe
. BREAKDOWN 1N COMMAND AND CONTROL @ -4
‘.EITHER LEADER. DIES. INTERNAL DISCORD, ‘ i s
PRO-SOVIET FACTION EMERGES - 9 , // —130%
' EITHER LEADER DIES, INTERNAL DISCORD £ ///é -] 45%
—t 10%
'NO CHANGEINTERNALLY (8OTH LEADERS —I 5%
LIVE, NO MODERATION IN ATTITUDE A ‘
R :TOWARD USSR, NG INTERNAL DISCORD} o%
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. PROBABILITY OF A SOVIET ATTACK
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L 'CHINESE NUCLEAR o s 'BELIEVE CHINESE NUCLEAR
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o G ' R : DETERRENT
"‘-'_—1\00%‘—‘ o =—100% — :
POSSIBLE CHANGES IN INTERNAL
. PRCPOLITICAL SITUATION
' BOTH LEADERS DIE, INTERNAL DISCORD, BREAK: . :
DOWN IN COMMAND AND CONTROL. PRO-SOVIET = s == 75% = -
- FACTION EMERGES ' ‘ R
BOTH LEADERS DIE, INTERNAL DISCORD, | ! 1
BREAKDOWN IN COMMAND AND CONTROL s 0% =
EITHER LEADER DIES, INTERNAL DISCORD, e et 55% ——
: PRO-SOVIET FACTION EMERGES L
—sox S o
0% —] EITHER LEADER DIES, INTERNAL DISCORD  emmem——rm | 40%
"—"'3&)%'_—-"
e 15% =t _
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ez , ! ~ ESTIMATE
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MEMORANDUM FOR HENRY A szsu

: Wv"‘
:FR_QM:_ AL w MARSHALL,

e R ey e o s

ol SUBJECT: e Experimental Intelhgence Pro 0‘ImPA1"°Ve
R | the Commumcatmn of Uncertainty | |

'Some whmle ago ]'. initiated a program of experimental intelligence
. products, The payoffs have been slim, but a few results are. begmmng
. toappear. The purpose of this memorandum is to show you some -

sa.rnples of one pa.rtmular line of products.

They have been demgned to respond to: .

F— - .A.n expressed view of yours that top level policy .

makmg involves making complicated bets on the future, : b
_ and that you wished intelligence estimates were des1gned ' o i
o to give you the bettmg odds. ‘ : o

- Your sa.ymg that while you could not describe the
kmds of intelligence products you want, you would 1mm.ed1ate1y
recognize them when you saw them. :

Th:r"ee 'products have been developed thus far. They are:

: -- The probablhty- of Sino-Soviet hostilities in the
next twelve months. (See Tab A)

-~ The outlook for hostilities to develop in Cyprus. o
{See Tab B) 1‘

-- A study of the possibilities of a Canal treaty with
~Panama in the next year. (See Tab C)

- SECRET/CODEWORD (XGDS) - 2 3. S
. DECLAS - Impdet l : ' {
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 SECRET/CODEWORD .z

If you have time 1 recommend you look at these products as a f:.rst step |
.. in responding to your needs. The Sino-Soviet study (Tab A) is the best

""',‘:H‘:._‘;"_of the set |

o _"I'he products-

-= Attempt to produce estn'nates of betting odds,

= -- Are put forward as the beginning of a survey of the .
market to obtain answers to questions such as: Do you f1nd
. this new type of estimate useful? » ete.

The attached products are not fully' developed More tlme thus far has

_ been spent in developing & mode of analysis that will produce estimates

of numerical probabilities attached to various possible future outcomes,
than in developing alternative ways in which such estimates might best.

© be communicated to top: level policymakers, I now ha.ve the intelligence
I people‘ workmg on the la.tter problem.

.- szed the idea of the numerical probablhty estimates,

-- Found the detailed probability trees 1ntellectua11y‘
ind1ge stible.

_'--Do'y'ou.fmd these products of any interest?

Yes '/K fﬂéﬁ} . 5 ZL,K/@ - L*V'k ?

Y

No il &Aﬂmm/ 7;/

C omme nt

.Have you any suggestions to make as to how to better display, or sum-
marize the analysis results? L.

Comment

' SEGRET/CODEWORD
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CONFIDENMAL e | 9 R

I HYPOTHESES AND DEFINITIONS

HYPOTHESES - T

This analysis develops a probability for each. of the followmg s ‘e
hypotheses: ‘

NPT WL I

. There will be at least one serious and widespreéd outbreak. of
hostilities on Cyprus during the next six months,

2. There will' not be a serious and widespread outbréak o‘f
hostilities on Cyprus during the next six months. ‘

DEFINITIONS

‘It is assumed in the following analysis.that an outbreak -of
hostilitias will almost certainby beprecipiiated by an incident, Alll‘ldﬁgtl s
an incident may not directly bring about conflict, it could be expected
to alter the situation on the island. For example, a major-clash between

- Greek Cypriot factions would likely lead to considerably iincreased
tension, which-in. turn would provide a dangerous environment for
- any further incidents, This property is incorporated in the analysns’
.. by defining five separate tension states: : o

N A "normal" situation. It is assumed that
Cyprus is currently in this state.

MGT A moderate state of tension between the :
Greek Cypriot and Turk Cypriot communities. T

"HGT A high state of tension between Greek ) .
Cypriot and Turk Cypriot communities. ‘ J

MGG A moderate state ‘of tension between
opposing Greek/Greek Cypriot factions.

HGG A high state of tension between opposing
Greek/Greek, Cypriot factions.

CONFIDENTIAL
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o Bl CYPRUS
Figure1 =~ '~ ' '

Sy

u.sv.' STRATEGIC INTERESTS

The rmportance of Cyprus stems from its proxlmity to the Mlddle =
East and the SE flank of NATO, Figure |, and from the U.8. facilities *
located on the island. In addition to ‘endangering these facilities, the: -/ = &
-outbreak of hostilities on Cyprus could also invoive Greece and Turkeva. g
in open conflict, weakening the NATO alhance : ‘

'DEVELOPMENT-QF THE CONFLICT

During most of its history, Cyprus has been ruled by outsiders, -
Its strategic location has been of value to every power that has
dominated the eastern Mediterranean, The Greek character of some
80 percent of the populatnon derives from early Greek colonization -
and some 800 years' rule under the Orthodox Christisn - Byzantine
Empire, The minority Turkish population - abput .18 ‘percent -
represents a formerly dominant etement. The Turks, who came to the
island after it was captured by the Ottoman Empire in 1571, ruled
- Cyprus for 300 years, until administration of the island was: transferred
to Great Britain in 1878; - - '

origins of the
Greek and

Turk Cypriot
communities

CONFIDENTIAL
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- enasis -

Smce Greek independence in the early 19th century, Greek'
Cypriots have pressed the claim for enosis -- that Cyprus should become:

. an integral part of Greece -- first with the ruling Turks and later with .
the British. The Turkish Cypriots backed by Turkey have consistently

opposed. this' union. Today this conflict over- the issue of national

" identification continues unresolved and IS at the heart of the Cyprus 3

- problem

Figure 2.

" A cartoonist views the conflict between
. Greeks and Turks on Cyprus within the
larger contextof Greece vs Turkey.

* Tuken Frum Tie Guardian, Nianchester

fdrma tion
of the
Republic

Ldndon-Zurich
Agreements

“ONFIDENTIAL

“"Minority in perspective.”

The dissolution of the British Empire created the setting for the
Greek Cypriot guerrilla movement of the 1950's, Probably more than
anything else it was the uncertainty of political control  that
exacerbated ethnic relations, The situation became acute-in 1955 with
the commencement of a guerrilla campaign against the British by the
Greek Cypriot underground. The next four years were marked by
incidents of violence, increasing communal unrest, and growing friction
among the UK, Greece, and: Turkey. British-Cypriot negotiations. for

limited self-government broke down in 1956 and the leader of the Greek .
‘Cypriot community, Archbishop Makarios, was exiled for a year. By

1958, the Archbishop's interest in enosis had slackened and he was
expressing a desire for an independent Cyprus. In early 1959, Makarios
was invited to London to join in tripartite talks among the UK, .Greece,

‘-a'nd_Turk.ev, which produced the London-Zurich Agreements. Under 5

these agreements, Cyprus became an independent republic based on
the concept of administrative separation of the two. communities

. without  geographic partition. Geographic partition as a potential

solution to the Cyprus problem would be extremely difficult to
implement considering the dispersal of the Turk Cypriots, Figure 3,

. No Objectlon to Declassmcatlon in Part 2013/09/11 : LOC HAK-538-3-5-6
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To secure the agreement of all parties it was necessary tu include a
Treaty of Guarantee which gave Greece, Turkey, and. the UK theright
1o intervene jointly or individually in the internal affairs of the island oo E
should this be deemed necessary to uphold the agreements. In B i
December, 1959, Makarios was elected President of Cyprus and took 7
office the following August, when the island became a state.

The London-Zurich Agreements did not solve the Cyprus problem
. Lack of mutual qu‘nuEnuu prevenied ihe iwo communiiies from’
their ‘ cooperating in running the government, The Greek majority were
breakdown determined to rid themselves of the constitutional provisions which
gave the Turkish minority a veto power in matters of foreign affairs, et
defense, and key domestic issues, For their part, the Turkish Cypriots.
clung rigidly to the constitutional safeguards as their best protection
against the Greek majority. In late 1963, President Makarios presented
13 amendments to the constitution that would have created a unitary

hostilities in state under majority rule -- that is, Greek Cypriot rule. Turkey quickly
1964 rejected these proposals. In the tense atmosphere precipitated by these
' . events, a mmor incident sparked violence which. rapidly enguifed the &
“island, The more numerous.and better organized Greek communal 3

forces seized the initiative and isolated the Turkish community, The
intercommunal fighting created a grave danger of war between Greece :
and Turkey, A British peacekeeping force went into action in January - = ¢
1964, but failed to prevent new violence, The United Nations '
peacekeeping force was activated the following March. 1t has remained
there since, working constantly to prevent minor mcsdents from
‘developing into renewed fighting.
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e T ‘ . “ .. From 1964 through 1967 numerous.:rts were miade to find a’
- settlement which Greece, Turkey and the Cypriots - could all accept.
A number of formulas were considered and rejected. No major crisis
‘ . ‘Occurred until November 1967, when an attack on two Turkish Cypriot
~ hostilities in villages by Greek Cypriots fed to-a major confrontation between Greece:
1967 and Turkey, War was averted by the emergency mediation of
Co SL07 - Presidential Emissary. Cyrus Vancs, working with the three gountries - .
‘concerned. The crisis ebbed when the Greeks agreed to withdraw some .
7,000 of their forces from the island. It was also agreed that discussions -
would “be held on the understanding’ that Cyprus would remain
" independent. Negotiations between representatives of the two ethnic
communities on the island ‘began in June 1968, and in an ‘expanded : :
format, they are continuing today. : '

CURRENT FORCES AT WORK

The delicate balance in Cypriot affairs suffered 3 severe jolt with
; : ‘ the return last' year of the violence-prone hero of Greek Cypriot
.. Gen, Grivas military endeavars against both the British and the Turks, Gen. George
Grivas. Although his clandestine return to Cyprus on -about the Ist
of September 1971 has been followed by months of underground-
activity, the General has shown little inclination for dynamic action
during his current stay on the island. While his private intentions are -
unknown, Grivas remains a dangerous and unsettling factor in ‘the.
Cyprus equation, and if he chooses to rmake a move .against his old
rival Makarios or against the Turk Cypriots, violence will likely follow. |

Negotiations on the Cyprus problem, deadlocked and inactive far ! -
aimost a year, resumed in the summer of 1972. Participating ! T
representatives from mainland Greece; Turkey and the United Nations ’
may be able to force a compromise on some issues but the talks are ,
in danger of stalemate. at any time. : !
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ve . -7 Politically, President Makar'emams very strong. If he chooses e
T to run for re-election in 1973, he will be re-eiacted, The only other. -
figure with a strong national following, Gen. Grivas, apparently has .
.no personal political aspirations. His goal-is the union of Cyprus thh .
‘ Greece although the means for achieving thls remains. clouded '

: As long as Makanos remains in office, he will continue to pursue”‘f.._.‘ e |
.. -a nonaligned and. increasingly. lndependent role for Cyprus and any " R
- 'proposed settlement which would counter . these policies will be.

"opposed “by. the "Archbishop, Makarios is expected to continue to - "%
dominate all other P0htlcal forces on' the island for the foreseeable‘- R
future. ‘ ‘ : :

“ 1 have SURVIVED 13 Greek PRIME Ministers.
~ 1 shall survive the ﬁoumzeenth too. 1 shall .
‘ --‘ask pon a1 from moscow. '’ - g

amchmshop makanlos

1971
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~ OVERVIEW

a probability
diagram

" State

af.beginniﬁg C.)f first
3-week poriod

H serious hostilities are to develop on Cyprus, they are almost
certain to escalate from an incident (although there is an outside chance
that hostility can develop without an incident). Many minor incidents
accur daily; however, this analysis will only cansider ‘those -that, at
a minimum, have a clear potential for violence. '

Figure 4 indicates that an incident. can -either lead directly. to
hostilities, in which case the dot at the end of the. branch indicates
that the analysis terminates, or it can bring about a changed state
of tension which in turn may promote hostilities at a later time. in
either case, there are several alternative sequences of events which could

mediate the impact of an incident. The analysis below therefore begins .

with the stepwise development of a probability diagram that traces.
out ‘these alternative sequences of évents. Using the probability
diagram, the likelihood is calculated of going from one tension state
to another, or to hostilities, in a three-week period, This isa sufficiently
short period to capture the dynamics following an incident and .long:

enough for there 10 be a reasonable chance of an incident oceurring,

Once these probabilities have been calculated, they are
incorporated into a Markov model which is used to chain: together
a sequence of probability diagrams in order to assess the probability
of moving from the cuneni siate of tension into hostilities as a function
of an increasing interval of time. '

State at end ofn first
3-week period

Remains in normal state of tension
‘ CN)
Esealates to moderate state. of ten.

INTERVEANING
EVENTS

6‘\\ Sion between GC's and TC's(MGT)
(}Q Escalates to high ctate of tension : ‘
< bstween GC's and TCs  (HGT)

Escalates to moderate state of

BORMAL STATE QF TENSION (N)

" Figure 4 .

NFIDENTIAL

scalates 1o 'a high state of tension
be'weeq G/GC's (HGG)

Remains in normal state of »

(N}
" Escalates to moderate state of ten-

Escalates to high state of tension
between GU's and TC's -~ (HGT)
Escalates to moderate state. of
tension between G/GC's (MGG)
Escalates to a high state of tension
between G/GC's {HGG)

tensian hetween G/GC's (MGG) |

ion between GC's and TC's (MGT)
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{The reader who is not con with the details of the analy513

m IR may wish to skip the next two ctlons of this chapter and proceed
dtrectly to the final séction tltled "Conclusion -- The Probabitity of
‘Hostilities".) .

GC's vs TCs

. to Figure 6
(INTERCOMMUNAL) ;
INCIDENT
NORMAL_STATE GREEK/GC's e
(OF TENSION (N) ' : (INTER-GREEK) e s
@\ H . o -
NO INCIDENT f N_ 99
. "OQ B
o) MGT .005
~H 0 »
MG .005 . N, 9
HGG o ' GT .O?
iGT. 9
SG 01
HGG o
Figure5 :
o PROBABILITY DIAGRAM : i

The probability diagram ‘in Figure 5. identifies three types of
incidents which might lead to hostilities.. The first two branches
instigation of describe the most important types: (I} those between Greek Cypriots
incident (GC's) and Turk Cypriots (TC's), called intercommunal incidents, and .
(2) those between antagonistic factions of GC's, called inter-Greek
incidents. Based on an analysis of reported incidents over the past .
six months, it is about twice as likely that.any given incident will
be intercommunal rather than inter-Greek, Figures 6 and 7 which
follow will develop the implications of the mtercommunal and
inter-Greek incidents respectwely

‘The third branch of Figure 5 describes all other kinds of incidents

~and is included to exhaust all possibilities. An incident between Soviet

and Turkish vessels off the coast of Cyprus, during a Turkish troop

rotation, is an example of this category. This type of incident is very

uniikely to occur and very unlikely to lead to. hostilities so, although
it is included in this analysis, it will not be discussed further,
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“.incident, ‘as shown by the top branch of Figure 6, they are

“outnumbered, outgunned and ‘hold" generally 1o a defensive posture;: _
- any incident they perpetrate therefore is unlckelv 10 be- major. More.

SR ) L L likely, it would be a situation from which they ' would quxckly w:thdrwv
< TCinitiated . . - and one that thev would be- anxious: 10 resolve,

- Figure 6
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. GC instigated

mutually
inftiated

non-Cypriot
initiated

resultant
hostilities or
tension states

On the second branch of Figure 6 the GC's instiigate ‘the

intercommunal incident, They are more aggressive and have initiated ‘

several incidentsin the past. The most significant example is the attack

on TC villages which brought on the 1967 crisis; evidence also points

_to GC instigation of several lesser incidents. While. it is tinlikely that:

any given GC-instigated incident will be in the form of an attack, if

an attack should occur then Grivas would most likely be. responsnble

fq.r it. Furthermore, an attack by Grivas could he expected. to be of

major proportions, while any GC attack conducted by forces other

than the Grivasites would stand a good chance of being contained,

- smoothed out, and eventually negotiated out of -the picture. The
‘category designated "other" covers all other.types of GC-instigated
intercommunal incidents, and it is here we could expect the vast

majority of incidents to fall. Most of these incidents would be of little

. significance and could be quickly contained and negotiated away.

The third branch of Figure 6 describes incidents'that are mutually

instigated ‘by both sides. These appear to be brought on by the'peculiar
circumstances on the island, where opposing forces often stand toe
to toe, rather than by the design of either side. It follows that such
an intercommunal incident would be of minor proportions with both
sides being well dlsnosed to quash an incident that nPIThﬁr mmnmpd
to begin with. -

The fourth branch of Figure 6, designated "Dthef'f, makes the -

breakdown exhaustive, An intercommunal incident brought on by Arab
terrorists on Cyprus is an example of this type of incident. Here too
both sides would be disposed to contain the mctdent and it wnuld

‘likely have a minor impact on hostilities:

The terminal branches on Figure & show that every intercommunal
incident will culminate either in hostilities or in one of the five tension
states. As expected, the high probabilities of hostilities follow the major
intercommunal incidents, particularly those instigated by the GC's.

L
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Figure 7

an inter-Greek
incident
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Figure 7 is an analysis of the inter-Greek problem; the second

of the three kinds of incidents contained in Figure 5. The return of
Gen. Grivas to Cyprus, the conflict between Makarios and the Athens
leadership, and the several clashes between opposing GC factions all
lend substance to fears that the spark to set off explosive violence
will come from inter-Greek fighting rather than an intercommunal
clash. Open inter-Greek fighting on the island could quickly spifl over
into TC areas and develop into full intercommunal hostilities.
The top branch of Figure 7, some form of clash -between the
Greek and GC factions, is by far the most likely kind of inter-Greek
incident. Over the past several months there have been several instances
of clashes, mainly between the GC factions supporting Grivas and those
supporting Makarios. There are other, overiapping factions, &.g., those
identified with the Cypriot Bishops, who have attacked Makarios on
religious grounds, and also forces identified with the Athens leadership.

Clashes between GC factions do not constitute a dlrect threat to

Makarios, however, and an incident of this type would most likely

be of minor proportions leaving Cyprus in a normal state of tension.

 LOC-HAK-538-3-5-6 oo oo ..
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The seeond branch of Figure 7 addresses an inter-Greek incident
instigated by. General Grivas moving directly against Makarios, The use
of force is characteristic of Grivas, and there is a high probability that
if he strikes, it will be a violent blow, The two principle alternatives

. are-{l) Assassination of Makarios, and (2) Coup d'etat. It is also possible

that Grivas will not use force at all, He may (3) rely upon a political

front organization to challenge Makarios or upon the dissident Cypraot‘

Bishops.

On the third branch of Figure 7, the inter-Greek incident is-caused
by Athens moving against Makarios. A move by Athens is less likely
to involve force than is a -move by Grivas, In the unlikely event that
Athens uses force, the options are assassination, direct military

"intervention, work through Grivas, or some other means. The most

fikely alternative is for Athens to use the ‘strong military forces at

its disposal on the island rather than forces brought in from mainland
Greece. Athens has a regular Greek Army. contingent of atmost 1060
. men on Cyprus, and the Greek Cypriot National Guard is officered

by mainland Greek Army officers. Another gption open to Athens
is to use the Grivas forces, however, whatever connections exist
between Athens and Grivas are obscure, making this option unlikely.

Other contingencies, not readily foreseen, are included for.

completeness.

It is much more likely that Athens will not resort to. force in
an effort to oust Makarios. Qptions under this category are: (i} Athens
supports the Cypriot bishops in pressing their case from the religious

angle. The prospect that this will prove effective is:slight, but it is
a continuing form of pressure which represents an effort to unseat

the Archbishop from his temporal office. {2) Athens uses the Grivas
organization as a political tool to confront Makarios on purely political
grounds. (3) Athens uses the threat of force. In view of the resident

Greek forces on the island and the Greek officer corps of the Greek

Cypriot - National Guard, Athens can apply significant  pressure on

Makarios. This is the most likely of the above options. Other measures’
{4) which Athens may take in pursuit of this goal are less likely.

13
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o Frgure 8 d:sp!ays the ‘entire probablhty dlagram a synthesns of.;l el
ngufes 8§, 6, and 7. It shows that although there are many dafferent'_

Nays in whnch events: can: eccur during the three-week interval, there:

rg. only snx posslble end states hastllltv or one of the five states ‘

of tension.:
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e Because of thls tbe Iarge probabmty d:agram wh:ch isA
.usefui for ‘analysis-of- the many : poss!ble nmphcatmns of an incident, "
" gan-be summarlzed by the: simple duagram of Figure 9. It displays
o . the. %xpac_tgd probahrhty ot termmatmg ‘in gach of :the ‘six posssblef‘
?j ,;:-end states, There is aone percent chance of movmg into hostilities:
iioduring the three-weak interval but Cvprus is far maore hkely to contmue :
olra m;rmal state of tensmn e S

‘State at:beglnmng N State at efnd ,
3-week: m?erval vi of 3~week zmtervai
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| '=i'f-_?"jMARKOV MODEL
L Figure lO extends the analysns for a second three~week penod
"'y.-_;_here too the progess terminates in the same six: end states. H Cyprus -
77 Yis inia normal state of tension atthe end of the first threesweek interval, -
S U then” the -probabilities shown in-Figure @ are also-applicable for the
exteriding’. .. second - three-week ‘period.- However, if Cyprus has escalated. m;o a.’
‘beyond three ‘higher state of tension, different probabilities are required, in this'case .
weeks -_; o ‘probabiht:es whlch amply a hngher likehhood of mov?ng into hosmh‘taes _"

7" Stoe st end o st Fwaok
. perind, hegining of wcond
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State at end of first 3-week period

Figure 11
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Example, if Cyprus were in a state of moderats
' Greek-Turk tension at the beginning of any
" Bweek period, there is @ 10 percent chance of
‘maiing to a state of high -Gregk-Turk tensiofni .
" at the end of that period. " © L
: State a1 end of fint J-wook peried
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‘ ‘Figure Il displays the transition probabilities -- the probability of
a summary moving from one state to another in any three-week period - assessed

matrix . for all possible states. For example, it shows that there is a 8 percent
chance of remaining in the normal state at the end of any three-week

period if Cyprus was in the normal state at the beginning of the period;

a 4 percent chance of moving to a state of moderate Greek-Turk
tension, and so forth. Implicit in this matrix is an important underlying

assumption; namely, that the probability of moving from one ‘state

to another is dependent only on the state at the beginning of any

period, not on how that beginning state was reached. For example,

suppose Cyprus was first in a normal state of tension, then in a state

of high Greek-Turk tension and then in a state of moderate Greek-Turk

tension; the probability that it will next move to the normal state,’

or to any other state, is only dependent upon it currently: being. in’

a state of moderate Greek-Turk tension, not how. it got into that state.

This assumption makes it unnecessary to - re-assess the transition

probabilities for extensions of the probability diagram of Eigure 10

beyond six weeks. Thus, calculation of the probability that Cyprus

~will be in a particular state for any given: multiple of the basic

three-week period can be.easily accomplished. E
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R Once the transmon probabrhtues have been assessed at is possnble ok
N 1o reduce the six-week probability diagram of Figure 10 to the simpter .}

- diagram shown in Figure 12, This figure shows that at the end of six .. .
weeks there is a 3 percent probability -of moving .into hostilities but . j

.~ again, the most likely outcome is that Cyprus will remain in'a normat. = -1
' state of tension, One reason that the probability of moving into = ¥

' hostilities is higher than at an end of three weeks is that there istwice .~ %
S . - as much time for hostility to develop. A second, .mare important,” ;
- escalation - - reason is that the increased time permits escalation to take place. That b
T < ., it is possible to arrive at hostility not only by moving there directly
from.a normal state of tension but also, indirectly, by escalating from’ K
a normal to a higher state of tension and then moving: into hostilities. o
e \ !
5
34
i
 State at beginning Y Stateatend I
. of first 6-week period o of first 6-week period -
"Figure 12 5
N (Current normal state of tension) \ \ .
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‘ "The process of gscala_fiun angd de-escalaﬁon‘ is ful—ly'incorporated S

only by extending the time horizon many periods. The abbrevidted

| state diagram, Figure 13, shows how this escalation and de-escalation -
. ‘ean occur. Each arrow refers to a single three-week period, The

probabilities attached to the connecting arrows come from the -matrix

in Figure NI The red arrows show escalation toward hostility or
" increased tension, the green arrows show ‘movement toward .decreased

tension, and. the yellow arrows imply that the state doesn't‘change._ !
Tension between the Greeks and Turks is shown on the left and that

among Greeks on the right; The. arrows which ‘connect these
\eft-and-right-hand states are not shown. Any possible sequence, such -

_as escatation followed by .de-gscalation, can be represented. by chaining

together a seguence of three-week transitions; ‘For example, Figure 14
shows such a sequence for a period of nine weeks. Beginning in the

.normal state, it would be possible first to transition to moderate

| De-escélétion |

ENTIAL

 Greek-Turk tension {l);next, fo remain at moderate Greek-Turk tension .7 -
'(2); ‘then to escalate to high Greek-Turk tension (3); and finally to .

de-escalate to a normal state (4).

AN Figure 13
05

_uoie|edsy
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de-escalation.

is mare
likely

Figure 14

The process described by Figure 13 is called a Markov chain, )
Because:-of the particular transition probabilities given in Figure I, this_
Markov chain, which represents the forces at work on Cyprus, indicates

that there is a high probability of Cyprus being in low states of tension

in the future. First, it is more likely (9} percent) to rernain in a normal
state than it is to move into a higher state of -tension. Second, if it.
enters a higher state it has only a 30-36 percent chance of remaining -
there and, if it leaves, the most likely transition is a de-escalation to
a lower state of tension. ' ‘

| Tl

HGT
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"+ Figure 15-shows, as.a function of time, the probability that Cyprus T
will be in the normal state; assuming that the process hegiris in the .
- normal state and has not yet reached hostilities. Beyond approximately. -~ -
" four months; the figure shows that there is abiout an 85 percent ghance: ..~
'~ that Cyprus will be in_the normal state and only about a 15 percent’
chance that it will be in a higher state of tension. IR
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CONCLUSlON R
_THE PROBABILITY or Hosru.mes

, The goal of this anaiysxs is to assess the pmbab:hty that hostvlitres - 3

‘wiﬂ ‘begin “on. Cvprus The red curve in Figure 16 shows: ‘how that.

' probabifity incresses with time, This curve is derived from the matrix

. in-Figure il i1 shows that - there is about a 14 percent chance that .
" % hostilities will begin within'a’ six-month-period and-that it is about -

as likely as not (48 percent) that hostilities will occur within two years.

These assessed probabilities are’ based ‘on ﬂartmg in the current ‘normal, -

: state .of tension. If, on the other hand, Cvprus were now. in a high-:

" . stite of tension, there would be @ mugh greater chance of hostilities

beginning For examp!e if there were. now a high" state of tension . °

between GC's and TC's the probability. of hostilities would be given. = .

- by the dashed curve’in Figure 16. In that case, there. would be about .-

- .-a 30-percent: chance of hostllltles wuthm six months and 50 percent“ e

- wuthm a year and a- half L . R
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| THE PROCESS OF ANALYSIS - SOME OBSERVATIONS

" THE ANALYSIS

St LT The use of structured analysis procedures improved on a

' ' : s . completely intuitive analysis in two major ways. First, it encouraged

the analyst to think through his problem in a clear and logical manner,

‘Factors affecting the likelihood of hostilities were explicitly identified

and uncertainties surrounding the occufrence of future events were :

formally incorporated into the analysis. Second, the use of probability

diagrams and the Markov model provided a means for the analyst to

play his intuitive assessments with rfespect to hostilities against the

_implications of the model to insure logica! consistency. For example,

the analyst a) made a direct assessment of the probability of hostilities,

then b) assessed the probability of hostilities indirectly through the
probability diagram, ¢) “assessed .the percentage of time in a tension u
o ‘ ‘ \. _state, and d) judged a time in the future such that he would be 4”"
L ; : indifferent as to whether hostilities would. occur before or after that | peV

time. K : o

As it happened, these separate assessments were incompatible with
each other given the underlying structure of the ‘model which the
S inconsistencies analyst felt was correct. Consequently, it was necessary 10 adjust the
T adjustments - different assessments, constrained both by the logic of the model and
by the analy'st's knowledge of Cyprus. 11 is not the case that the analyst
assessed the. probability of hestilities and then constructed a model
that was compatible with that assessment. On the contrary, given the '
B _— feedback from the model, he adjusts all of his assessments unitil
A . ‘ ! . convergence was achieved between the implications of the model and
o ' his perception of the situation. :

o | P COMMUNICATION

In addition to sharpening the analyst's perception-of the structure

of his problem, these analytic procedures also -enhance the

. communication of the likelihood of hostilities and the reason for that
;! , g ' likelihood. In the first place, the use of a percentage, 14 percent, 10
B - - describe the likelihood of hostilities is certainty more meaningful than...

the use of a verbal qualifier such as "unlikely". In addition, the use

of the probabitity diagram and Markov model communicates 3
quantitative justification for the probability assessment so that if the

reader does not agree with that assessment, he not anly knows that
he disagrees, but where and by how much. The \use.y;of,the._anaivtiC"
“model thus serves to focus dialogue and debate in specific areas instead -

" of on the assessment as a whole. ‘
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" CENTRAL INTELLIGENCE AGENCY
o - Directorate of Intelligence
. 28 November 1972

INTELLIGENCE MEMORANDUM
PANAMA: 1973—The Year of the Treaty?

-/ The current round of canal negotiations which began in June 1971 has
‘been stalled for the past eight months, in part because General Torrijos was

from an exploratory to a bargaining phase. Having solidified his posmon on and

‘unwilling to. cgnmmmgubm&umsnm%ﬂlammu@lks to move_’

legitimized his rule, Torrijos can now begin to focus on the.canal issue. The
. - gull between the Panamanian and US positions is substantial, but Panama
" apparently believes that the US can be pressured into offenng -additional

wconcesuons Neaotmtlons will probably resume in Panarnain the near future.

Torrijos has approached the negotiations with amblvalence and appre-

~ hension. Panama’ s position as he perceives it is one of moral superiority, but -
. material and tactical inferiority. Ile believes that lnternatioual opinion sup-

~ ports Panamanian aspirations for control of the Canal Zone and that even

. the US public, if it could only be informed, would regard the current

situation as anachronistic. On the other hand, aside from his ability to
embarrass Washington, Torrijos realizes that Panama has relatively little

. bargaining leverage. Most of the give is on the US side, most of the get is on

the Panamanian side.

Because Tomjos does not approach the negotlatmns as an equal with

* equivalent points to concede, he_seems deeply smlsg1g;gu§_,g,£_1b,mmal

- hegotiating process He apparently sees the canal issue more as a political
- rather than a diplomatic problem. As such, it would require a broad agree-

.ment on principles blocked out at the top with only the details left for the

diplomatic technicians to handle.

' Despite suggestions from the US and his own foreign policy advisers
that he develop a completed position on all issues, Torrijos thus far has

" Note: This memorandum was prepared by the Office of Current Intellzgence and co-
ordmzzted within CIA.
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' retained maximum flexibility and
. gredients of the new treaty. There are,
regards as cssential to any agreement: a.
treaty after which the ¢
nian jurisdiction over the
 Panamanians in US cour
- tion, a status of forces agreement, and land use,

~ his mind, but these issues appear fo be negotiable.

- Afraid of being outmaneuvered, he is pr
~ of the US position that_does not ‘come_directly.from.the,
- government. Also, he has tended to
- bring greater concessions. Over the pas
to lay the groun
" Panamanian ambassadors around t
.the canal issue, Panamanian representatives have sought

international conferences, and a m

No Objection to Declassification in Part 2013/09/11 - LOC-HAK-538-3-5-6
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has only limned some of the basic in-
of course, certain points that Torrijos
definite termination date for a new
anal would be turned over.to Panama; full Panama-
Canal Zone, including an immediate end to trials of

ts. Ona number of other issues, such as compensa-
“Torrijos has not yet made up

A major impediment to an agreement is the inability of Torrijos’ aides
to persuade him that a US offer is a good one or that it is firm and final..
obably unwilli ; i

highest levels of _
believe that threats and pressure mig t

‘ t few months Panama has attempted

dwork for the possible application of 'such pressure. ..

he world have publicized Panama’s side on

support-at various

ajor effort has been made to have the

'United Nations Security Council meet in Panama City in March.
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s ‘} Prepamtibx_i_s for Negotiation

 To negotiate or not to negotiate has ncver been the problem. Instead,

- when to ‘negotiate, where to negotiate, how to. negotiate, and what to
negotiate have been the questions. It took the Torrijos'government & year to

find answers to the first two questions and another year fo resolve the third.
The fourth question still appears to be the object of continuing discussion, if
“not confusion. . '

Torrijos inherited the canal problem at a most difficult time. Panama-
~nian dissatisfaction with the 1903 treaty had culminated in bloody rioting in
January.'1964. A number :of Panamanians and US soldiers were killed, and
subsequently. Panama broke relations with the US and complained to the UN

“and the OAS. In April, relations were resumed, and representatives of both
countries initiated discussions on means of eliminating sources of conflict. In

. December, President Johnson announced that the: US was prepared to
“negotiate a new treaty, and for nearly three years an arrangement that would
satisfy Panamanian aspirations without impairing US security interests was

sought. Finally, in June 1967, Presidents Johnson and Robles announced '

) agreement on three draft treaties: one on the present canal, one on US

military base rights and status of forces, and on a new sea-level canal,

Panaraa never acted_op.the draft treaties _which_had guickly come .

nder intense political fire. The Robles government became involved in the
bitterly Tought canipaign preceding the May 1968 presidential election, and - -

" Arnulfo Arias, who won the election, barely had time to adjust his presiden-

“tial sash before he fell victim to the military coup that brought Torrijos to- |

power in October 1968.

"The 1967 drafts made major concessions to Panama. They voided the

“hated perpetuity clause, and called for the cession of - the lock canal to

~Panama by the year 2000 and the reversion of a proposed sea-level canal by,

the end of 2067. Panama would have promptly received land and water areas
_ no longer needed for defense or canal operations. The fixed annuity of about
. $2 million was done away with, and, in its place, Panama was awarded a
- royalty on tonnage passing through the canal which at present transit levels
would have yielded approximately $24.4 million in fiscal 1972. Nevertheless,
the agreement was criticized and later rejected because instead of giving
Panama full sovereignty over the Canal area, a foreign enclave under a joint
US-Panamanian administration in which Panama was a minority partner was
" to be continued. It was aiso hit because it did not commit the US to build a
sea-level canal and because it perpetuated the large US military presence. -

o URKILL
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W:thout concemmg him:self at all thh the ments of the case, Torrijos

‘seems to have immediately grasped three points. First, he could not accept -

. the drafts as they were. Presenting himself as a true natlonaltst and reformer,
- he had to put his own stamp on a treaty and had to get a better deal than
. had the oligarchs. Second, some mending of fences with the US was required -

before Washington would even discuss the canal issue with him. The US, he
sensed, was not ready to cozy up to a government that had so blatantly
flouted the popular will and- that lacked even minimum constitutional
underpinnings. Third, the canal issue was too complex and far too important

. to negotiate without some degree of planning and preparation, Torrijos had

“ only the vaguest conception of the underlying issues, even less idea what he
.. wanted to achieve, and virtually no time to devote to the matter. He first
" had to consolidate his power and learn how to run a government.

: ‘By mid 1969 he had apparently begun to feel more secure in his

- position and confident enough to tackle the canal issue. A canal advisory

~ group was appointed to study the 1967 draft35 and the government-con-
trolled press began to focus on the canal issue. When Torrijos was in New
" York in September 1969, he told US officials that he would like to resume
‘the negotlatmns ag soon as possxble ‘

Tom_;os at that pomt had develoned no clear negotxatmg goals, strategy,
or tineiabie. Alihough Torrijos occasionally mentioned that he was under
domestic pressure to resume negotiations, the public showed little interest in

~-the canal issue. The people were seized instead with gaining a fix on where

the Torrijos government was heading, particularly in internal affairs.

“Torrijos’ initial push for negotiations may, therefore, have been less an

- interest in getting talks going as a tactic to get the US to deal with and

; accept his -government. Rather than excite hopes that he would quickly

- succeed where other governments had failed, Torrijos seemed merely to want

" to convince the public that the US would negotlate with and support hls
" Provisional Junta Government.

S Torrijos’ concern over the direction of US-Panamanian relations in-
- .creased during the next few months. A coup attempt by military rivals in
“December 1969 was blamed on the US by Panamanian officers who were’

. ‘frantlcally trying to divert Torrijos’ suspicions. In February 1970 an aide to
" deposed president Arias claimed the US had supported his efforts to organize
@ coup; when the aide was unable to complete his plans, he fled to safety in
. the Canal Zone. In July 1970.the three colonels who had led the December

© coup. attempt escaped from jail with the help of a US Navy civilian employee.

-2-
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residing in the Zone. In August, a Canal- Zone policcman who was a

- Panamanian national confessed that he had used thé Zone as a refuge while -
“plotting against the junta and that he had acted as a link between plotters in

" Miami and anti-government elements in Panama. Tomijos bitterly resented

R "the avatlability of the as.8.8: ven.for his. opponents, and one of his.

negotiating obj_ectives—thll Panamanian jurisdiction over the Zone~began {o

- coalesce. Probably more. than ever, - Lorrijos viewed the resumption of active
S p—————————, . N

* negotiations as necessary proof of US acceptance of his regime.

o In ‘A'ug,.ust' 1970, as the media began a drumbeat of propaganda against

the Zone; Torrijos formally rejected the 1967 drafts, indicating that the
.government -had - its own idea on the canal agreement. The frost in US-
" Panamanian relations persisted, and there were hints that Panama would
denounce the 1903 treaty before the United Nations: General Assembly. = -

Calmer heads prevailed, however, and instead of a confrontation, there was,
in October, an amiable meeting between President Nixon and Panamanian
President Lakas, who was visiting the US in. conjunction with the 25th

B anniversary celebration of the UN.

. Despite :thisj meeting, US-Panamanian relations remained somewhat

- roiled as Torrijos made the most of every opportunity to exploit problems
“ywith the Zone and to extract maximnm propaganda mileage. If the govern-
" ment’s agitation over accumulated irritants was the stick used to prod the US

toward negotiations, the Torrijos government did not forget the carrot. .

' Panamanian negotiating objectives, to the extent that they were formulated,

were couched in-very broad and seemingly reasonable terms. Whether

" deliberate or not, there seemed to be a slurring of differences, an implication

that agreement could be reached in short order and a hint that if desires for.

jurisdiction could be met, then perhaps Panama would be accommodating on

_ other points. In late June 1971 negotiations were formally resumed. .

‘ “‘Negdt\iatibns-‘-i’.hase' One |

the point where minor changes or a more cosmetic packaging of the 1903

‘when' the Panamanian negotiators repaired to the bargaining table, they were

‘ The Panamanians .approached canal negotiations with an almost reli-
gious fervor. They were searching for the promised land and were beyond

treaty structure would suffice. It was not out of character, therefore, that .

ready to stake out a maximum position on broad issues, but were weak on
imited i ibility. [t quickly became apparent, for example,

" that Panama saw no possibility for a trade-off between increased jurisdiction

and 2 longer time frame for the treaty. Although the .government had

-3
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,‘rejected thc l967 drafts, the drafts were clearly re;aarded as a barﬂduung
- floor. Slmxlarly, all of the concessions that Panama had previously won were

~ considered. to be- closed to fur_ther negotiation.. The only question, as the
L Panamanians Saw it was how the tcrrns could be further improved.

’I'he Panamamans immediately insisted that a new trcaty must have a
_ fixed termination date. When they won that point, they indicated they were .

50 years, the present.canal with an added lane of locks another 35 years, and

" five. ‘years, that all US commercial activities be turned over to private

P ~ objected to the denial of the canal to nations at war with the US, arguing -
that the canal should be completely neutral. - Although not. prepared to

. renewal.

not pleased with a proposal providing for US control of the present canal for -

“alternatively a sea-level canal for another 40 years—even though the final

termination date was earlier than provided for in the 1967 drafts. The

Panamanians also demanded an end to the Canal Zone government and the :

- establishment of Panamanian control over all normal governmental responsi- : T R
bilities such as police, fire, hospitals, schools, and the mails. Furthermore, - o SRS

they demanded that Panama be granted full jurisdiction in the Zone within

. ownership within two years, and that all US criminal jurisdiction over
- - Panamanians be ended as soon as a new treaty went into effect. They hinted

““that US base nghts treatles with Spain should set a standard for compensa-
tion.

L Panama no longer viewed. the I vel ,am_gm_iﬁi_hy_thg
i967 ﬂrafts-apgrommatelx,.&.i);.:.mﬂlmma&..admuat the suugested
" Inste e Panama insisted that the

cede substantral land and water areas, partrculrly near Panama City and
. Colon and that qumma have the final say on secondary uses of the land
- yetained by the US for the operation and defense of the canal. Panama

B discuss defense arrangements in depth, the Panamanians proposed that their
~own forces play a role in canal defense and that any other functions, such as
- hemispheric defense, be separately and specifically negotiated.

. Even on the issue of canal expansion—-virtually the only qmd pro quo
Panama could offer in return for the myriad concessions sought from the
US--Panama remained hard nosed. The negotiators opposed a US request for
a straight 25-year option during which a decision on.expansion could be
made. Instead, Panama argued that the US should have a 15-year option,
- renewable for two five-year periods and that the US. should pay for each

~ The junta played down public commentary on the progress of the talks.
‘Nevertheless, the canal issue was kept before the public eye and efforts were

."4..
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L ‘made to gamcr dnclaratlons of support The official mood was 'xltematwely

optimistic and threatening as the Torrijos s;ovemment studied the US posi-
txon and ass‘zyed Washmgton S wxllmcnesa to comprormsc

Late in the summnier of 1971 when preparatxons were begmmnv for a

" ‘massive celebration of the- third anniversary of Torrijos’ scizure of power

Panamanian concern over the progress of the negotiations was reflected in

rumors that there would be anti-US demonstrations or-even incursions into d_’__,y) i

the Zone. As the anniversary approached, however, Panama apparently ha
- sggond, thoushts. The rumors died down, and at a mammoth rally Tortjos
© limited himself to a thinly veiled threat to lead the people into the Zone if
the negotiations failed. : ‘

By November, the air of expectancy about a new canal treaty had
shifted to pessimism. Once again the government began to create a more
tense and uneasy atmosphere, and its relationship with the Canal Zone
-government noticeably cooled. Rumors of a student incursion into the Zone
again were generated, and Tornjos warned that failure to achieve a satisfac-
tory agreement would lead to a “spontaneous” explosxon

‘ Despltc these ill-considered attempts to give the negotiations a nudge,
‘the talks in Washington were proceeding in a businesslike and constructive
‘manner. In December 1971, however a decision point was reached. The
Panamanian negotiators had articulated and then refined their position and,
in turn, had received a detailed US offer. There had been a frank and open
exchange as both sides explored the issues. The Panamanians had littie room

f_or maneuver, however, and returned home for new instructions.‘

_ The ‘Panamanian negotxators were probably surpnsed to find that
“Torrijos viewed the progress of the negotiations with a jaundiced eye. He was
unenthusiastic about the US offer and was not willing to give the negotiators

" additional flexibility. He was apparently uninformed on details and was not

yet prepared to make the hard decisions that were necessary. In short, he di did
not.zegard the negotiations with.much sense of urgency, When the Panaman-

- jan negotiators returned to Washington after the Chnstmas hohdays it was
- clear that no deKC pohcy dcmsxon had been made.

From J:muary through July 1972, the Panamanian negotlators at-
tempted to persuade Torrijos to issue new instructions so that they could
make a reasonable counteroffer. But, aside from four sessions in March, the

‘talks have been stalled because the Panamanian team was not in a position to
- p&mmpate in the negotiations. : : '
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" The vindication of the fatherland is on the margh!

" No Objection to Declassification in Part 2013/09/11 : LOC-HAK-538-3-5-6




| Part of the difficulty was caus‘edub'y‘ a disputc within the Pm\amahian

. foreign-policy apparatus. With T orrijos playing an essentially negative role—
. criticizing- US proposals rather than suggesting altcrnative solutions-the
“‘negotiators were forced to compete witha number of individuals and groups
- basically espousing an_ idealistic, nationalistic line. The Foreign Relations
~ . Advisory Council, for example, composed of a number of experts, weighed
in with an extremely chauvinistic position. Foreign Minister Tack, though

somewhat more reasonable than the council, also advocated an uncom-

. promising stance.

~Petiodial_1y” the US was told that a comprehensive Panamanian position
was being drafted. In June, for example, when US negotiators visited

" Papama, Torrijos claimed that a paper would be ready within ten days. In .

July, one of the Panamanian negotiators indicated ‘that a positiont paper,

~ which he described as “flexible” and “really forthcoming,” was almost
~completed. 1t was becoming clear by this time, however,: that Torrijos was

preoccupied with domestic matters, particularly the August legislative elec-

. tions, and was not interested in pursuing negotiations until after the US
elections in November. L

In October 1971, during the anniversary celebrations, Torrijos had

‘ presentea Two tienics 1o his audience. He spoke about ‘the canal, and he
. promised that there would be national elections by the following August.
. Given the government’s limited capacity and Torrijos’ own temperament, it

was ¢lear that both paths could not be traveled at the same time. It was

probably about this time that Torrijos decided to concentrate on the

elections rather than on the negotiations..

b o ———

“There were cogent reasons for such a choice. The extralegal nature of

" his regime had always been a sore point with Torijos. He had promised

elections. before, but each time he had allowed the date to slip by. He felt

- ‘also that there was-a direct link between his' desire to legitimize the

- -povernment - and his search for a new treaty relationship with the US..

: Although he spoke of ratifying a treaty through a plebiscite, he believed that

" the US would not sign a treaty before constitutional government had

returned to Panama. He also felt that his bargaining position in the negotia-
tions would be strengthened by an clection. '

" Torrijos perceived the election as little more than a vote of confidence

_Hon his rule. Panama’s many political parties did not participate in the

Z6-
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balloting for the 505-member assembly, which was skewed in favor of the
yural arcas’ where literacy and sophistication were low and Torrijos® pepu-
larity high. The candidates, carefully screencd by the government, were
‘mainly local figures without experience in politics." .

_ The assembly was elected in August 1972, convened on 11 September,
" and vemained in session only one month. It had only two rubber-stamp
~functions: to glect a president and vice president, and to approve a new
_constitution. The National -Guatd provided escort officers to each provincial
delegation to ensure that delegates - were properly informed of Torrijos’
wishes. " Provisional President [ akas and junta member Sucre were elected
_constitutional president and vice president. Torrijos, in a “spontaneous’”
gesture of affection, was granted’ full powers to. continue running the
- government. The constitution was approved with minimal alternations.

The biggest publicity splash for the assembly was its resolution calling
- on Torrijos to demonstrate Panama’s sovereignty over the Zone by refusing
the $2-million annuity from the US. The resolution was not binding, and the

regime claimed that it came as a complete surprise, but Torrijos said in

‘response fo ‘reporters’ questions that he had no choice but fo follow the
expressed will of the peupic. '

~ Negotiations—Phase X1

Panamanian leaders have often behaved as though the negotiation of a
pew canal treaty was of the most critical and sublime urgency—at least until
the United States agreed to negotiate, Then negotiations have gone into low
gear, Delay and procrastination have become the order of the day, promised

_ .positions never appear, and promised compromises never materialize. When
-agreement finally seems possible, fear sets in and second thoughts develop.

“This paradox can be explained rather simply. From a strategic point of
view, the abrogation of the 1903 treaty and the development of a new canal
_ arrangement are the most important foreign policy goals of any Panamanian

. -government. But tactically there is always dissonance between the Panama-

nian. diplomat’s sense of what is possible to achieve and the Panamanian o L Wt

politician’s sense of what Panama’s nationalists will accept. In short,

" Panama seems in some ways petter able to cope with US intransigence than

with US assent. If the US. disagrees with a Panamanian position it can be
pitloried, but if it accedes, then the Panamanian. position itself becomes
suspcct, The government wonders whether it understood the full significance -
of the official position, or indeed, if it asked for enough. o
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- treaty, however, and_in many ways the time is ripe. 'He has most of his

-+ more intractable than the treaty issue.

" 'pattern- himself on the Peruvian or even the Cuban model, he realizes that it
. could be counterproductive to be very “révolutionary” before he has com-

iyl ‘reform

Cbe the most revolutionary act possible, and Torrijos feels that he is the man

o No ObJectlc_)n to DecIaSS|f|cat|on in Part 2013/09/11 _ L% HAK-538 3 5-6
L . SECRET o

25X

~This sxtuatmn stllod'ay The govemmcnt‘ is divided and unsure
of its negotiating tactics. Torrijos is afraid of giving away something he
should not and of failing to get somethmg he should. He does want a new

“domestic ‘political necessities taken care of, and now, after four years in
power and with the people convinced of his concemn for their well-being, he
isina posxtxon to redeem some of his prormses and substantiate some of his
thetoric, -

. Tomjos is. hkely to see the canal issue as the most fruxtful plll‘Slut at

. this time. He tends to concentrate on only one problem at a time, and since
the likeithood of achieving qmck victories in agrieulture or social devenop- .
- ment is remote, he probably views -domestic problems as less promising and

o :Th‘e Eanal_ p’rdblem,- moreover, represents to some extent a constraint on
" Torrijos. He likes to portray himself as a “revolutionary.” Whether he has in
~mind moderate reform with a slightly nationalistic tinge or ambition to

‘pleted negotiating a treaty with the US. The government has also been
somewhat strapped for funds, and a new treaty would substantially increase
revenue. Instead of the approximately $2 million Panama now gets each year
- from the US, it could expect to receive $20-25 million at the very least. This
.. money" and the increased borrowing capacity could make a substantial . L
' 'dlfference in the ablllty of the reglme to promote social and economic S i

. The negotiations also represent something 'of a constraint on foreign
policy. Torrijos, sensitive to his country’s traditional reputation as a virtual
‘protectorate of the US, wants to strike an independent pose. Yet so long as
the negotiations are under way, he has to factor in the effect which any
. other foreign policy initiatives would have on the talks.
Torrijos’ interest in a treaty does not, of course, derive solely from a :
desire to be free of certain constraints, The negotiations provide him with an ‘ B
~ opportunity to win lasting fame and a prominent place in the pantheon of ‘ g
Panamanian patriots. In a sense, replacing the 1903 treaty structure would

who can do it.

This does not mean, ho‘v;/ever, that he would settle for jhst any treaty.
-Not only does hc see time on his side, but getting the “wrong” treaty—one

-8-
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- giving. o0 litile to Panama—would be fzr worse for his reputation than
~getting no treaty at all. The next election is not until 1978, and therc is no -
- public clamor of the sort that would impose a deadline or even a rigid
. timetable on his conduct of the negotiations. ' ' ’

Given Torrijos’ lack: of confidence in dealing with the mass of details .

_ involved, his negotiating approach will probably continue to concentrate on
broad: issues and principles. He is likely to keep on p laying a_reactive role

~ refining US proposals rather than developiie his own detailed position. This
- approach could work to the advantage of ihe US. If Torrijos were forced to
" develop a comprehensive stand, if would { probably become the definitive:

" one. Given Torrijos fear of committing himself and of being outmaneuvered, -

‘Torrijos” tastes are for the tangible. He prefers things that the people

- can readily see and understand, not those that require careful study before

' they can be identified as a “good deal” for Panama. He wants quick and

-concrete changes when the treaty is ratified rather than concessions that will

'~ be tmplemented in a decade or two, Tuis, il would seen, is why he has put

o much emphasis on a rather brief transition period before turning jurisdic-
tion in the Zone over to Panama. ' B

- If Torrijos” basic objectives are met, if he can get fairly complete

- “jurjsdiction over the Zone in a relatively short period of time, and if he can

significantly shorten the duration period that was embodied in the 1967

drafts, then a treaty agreement may be possible in 1973. The Panamanians,

to be sure, would bargain hard on the other issues, some of which have not

- yet really been explored. Nevertheless, there would be a flexibility on such
‘questions that does not now exist on the duration and jurisdiction issues.

“Torrijos recognizes that he is in a weak bargaining position. He has little
power to force. his views on the US and hzs little to offer. Apart from the
right to build a sea-level canal, the US has all that it wants and far more than

-jit would have under a new treaty. Althouzh Torrijos himself is responsible
for the delay in negotiations, paradoxically he sees the US at fault for the
lack of progress, He seems to feel that he cannot get. the US to focus on
Panama and that the negotiations are on a bzck burner in Washington. .

As a corollary, Torrijos apparently believes that only whenthe US sees
Panama as a problem will the treaty receive the kind of attention it deserves

-9
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~“and that only by being tough on all points -can he maintain- a credible

" bargaining position. Panama’s questioning of the US intcrpretation of canal
“neutrality, for example, was probably designed to make a continuation of

- the status quo seem like a concession. Similarly, its attempt to redefine the
' US defense role seemed directed at making US retention of military rights
-0 seem like a quid pro quo. Torrijos apparently believes, moreover, that
.+ pressure tactics will work, that a hard, perhaps even an uncompromising,
stance is the only way to win further concessions. Finally, there is the

© . feeling, born of insecurity and self doubt, that only by squeezing a little bit

. .more can he be sure that he has, in fact, pushed the US to its final position.

e During much of 1972, Panamanian moves seemed designed to increase
v its nuisance potential and to force the US to take the Torrijos government
.. more seriously. This concemn with creating the “proper” psychological

* climate for negotiations was reflected in numerous attempts at bluster and

| threat, in statements at international conferences drawing attention to the

. canal issue, and in efforts by Panamanian ambassadors to mold public
- .sentiment in their favor. The most significant undertaking, however, was the
" campaign to have the United Nations Security Council meet in Panama City.

-.» . Panama has been actively lobbying for such a meeting since September
' and seems to have ihe necessary suppori (S of 15 affirmaiive voies), Ii will
.- probably seek a vote on the question in January. Panama wants the meeting -
- held in March-when it is scheduled to chair the council. This would be a big
~ opportunity for Torrijos to develop a world reputation and enhance the
- prestige of his government. Panama will be on the Security Council only
©yntil December 1973, and Tormrijos-will-hot-be-easily-persuaded-tagive.up

. this once-in-a-lifetime opportunity. o

' 7. Panama has admitted that a major purpose of the meeting would be to

“focus world and particularly US public attention on the canal issue. It

. apparently hopes that if it can build up the meeting as a strong possibility,

- the US may feel compelled to defuse the event by offering generous terms to
- .win agreement on a treaty before March.

- Apparently in-line with this strategy, the Torrjos government informed
* the US_in late October that it is_prepared to resume negotiations, but in
_Panama rather thap in Washingion. Forcign Minister Tack, however, based
Panama’s proposal on an earlicr letter from the US, which had restated the
" American position. Tack chose to interpret the letter as indicating a new
- willingness by the US to compromise. Tack’s reply as well as other govern-
..+ ment statements scem to indicate that Panama intends to stand pat ofi the

A 25X1
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basu: issues of jurisdiction and duration, “seeking but not offermg com{
' promlses, and relymg on the US to supply the initiative.

Torruos efforts to demonstrate to Washington that he could be tough

have -always. been balanced by signals that he was really quite reasonable. -
When Cuba seized two US-owned Panama-flag ships that allegedly were

involved in illegal activity against Cuba, Torrijos tried to be helpful in

- securing the release of the crew. He pomte:dly avoided, moreover, causing .
_any problems dunnnr the US presidential campaign. In sum, Torrijos has
_exhibited a sense of pragmatism and realism. He has kept his “yankee

baiting” within controlled Limits and, while occasionally causing the US

L some discomfort, has always backed off when the situation threatened to
become serious. :

Thus, while believing that a Security Council meeting in Panama would

-give his government bargaining leverage, even if negotiations do not bear

fruit by March, it is unlikely that Torrijos will automatically carry out the

implied threat to embarrass the US at the meeting. ‘During a meeting,
" Panama would probably seek to conduct itself with maturity and restraint

lending credibility to its assertions that it is prepared to assume respon-

' sibility for control of the Canal Zone. Of course, even if Panama were on its

good hehavior, a Security Council session in Panema would not be painless

for the US. Panama would probably lobby extensively for its position behind

.- the scenes. There might be “guided tours” along the Canal Zone borders and

unfavorable comments regarding the status quo from foreign journalists and

“diplomats. While the government would certamly try to prevent any ir-

responsible incidents, it might feel compelled to allow some public expres-

sion of nationalist sentiment for a new canal arrangement. After March,

Torrijos would evaluate the progress of the negotfiations, particularly any

new US offers on jurisdiction and duration, He would then re-examine his’
“tactics -and decide whether to step up the pressure or move toward senous

negotiations.
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‘No. 2441772

. WORKING PAPER

PROBABILITY ANALYSIS OF THE CHANCES OF
A CANAL TREATY WITH PANAMA BY END OF 1973

‘The probability analysis that follows developed

~as a side product during the preparation of a CIA

"‘tions.*~ The analyst, attempting to refine and sup-

Intelligence Memorandum on the Panama Canal Negotia-~ U)L%‘ ﬂj
¥

-effort to pin down some of the .relevant factors and —

plement research techniques, used this method in an -C;[” s,
: VA VY o
. to project their impact over the next vear. He beno- _ ;@U

~ fited from discussion with colleagues, but the resuits
. are not formally coordinated. | -

This working paper may be of some use as point-
~ing the way Lo technigues that could be experimentally
‘applied to other intelligence problems. It represents
only the author's position. '

- *Panama: 1973--~The Year of the Treaty? 28 Novem-

ber 1872, No. 2438/72
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: ~In an attempt to sharpen the analyst's percep-,
. tion of the structure of the problem, uantitative &
- justification is substituted for the probability e
~assessments that. are usually expressed. by verbal R B
' qualifiers such as "likely" and "unlikely." Key l |
- factors affecting the prospects for reaching an
- agreement on a new canal treaty in 1973 are ex-—
“. plicitly identified and displayed by the use of
. a probability diagram. It is important that this , _
format not imply a false precision. No attempt s e
. is made to do more than present analytical judg- ‘ ' -
‘ments in quantitative form. The reader by follow~
. ing along can decide whether he agrees Or disagrees S
~ with the probability assessment. If he disagrees R
' he can more easily than in a textual presentation
. identify those assumptions he disputes and pinpoint
“where and by how much he would alter the assessment, S
thereby focusing more sharply on the problemn. ao : jf//

e R TR o TR T

o The probability diagram is a structured pro-
. eedure to encode the expert judgment of an analyst
. or group of analysts. It details the factors (and
.~ the linkage between the factors) that bear on an
analytical judgment and expresses opinions about
_the likelihood of their occurrence in guantitative
form. The first step in constructing the diagram
-is to select the factors that influence the proba-
bility of a treaty agreement. Then, proceeding
through the diagram, the analyst makes probability
assessments at each node, assuming that all of the 3/
preceding branches represent events that have al-
yeady occurred. Computations are made by using
the rules of probability theory; the product of
the branch probabilities yields a path probability.

¥

5 " Phis analysis develops the probability of a fbo _ ‘ }
_ canal treaty in 1973 based on three alternative US ' o
a " policy approaches. Thgse are not exhaustive of US
L options, but are merely offered.to. ESTADITSEaremds,
e of propapilities. -Under the first option, the US ‘
:I:ﬁdoﬁEs:an aggressive approach through 1973 undeterred
by Panamanian "toughness." The US takes the initia-
"~ “'tive in presenting proposals and then refines these

. ._2_' ’

. S o _SECRET ' ‘
No Objection to Declassification in Part 2013/09/11 : LOC-HAK-538-3-5-6




L NO_ObJect[erto Declassification in Part 2013/09/11 : LOC-HAK-538-3-5-6

@ SECRET e

' proposals in‘light.of‘fanamanian criticism. In ad-

"‘"dition,_it_isﬁnasumed that the 1S _adopts a position
‘that comes closer to meeting Panamanian aspirations ~

' on duration and jurisdiction.

qigg::i

| The second option assumes that. the US demon-~
strates a very. positive attitude ftoward canal Lego=—

¥Tations and is prepared tg Offer at VArious pOints
certain concessions outside of the negotiating frame-

work that are designed to win Panamanian good will

and demonstrate the good faith of the US. These
concessions might include joint police patrols in
the Zone, flying the Panamanian flag on vessels
transiting the canal, or transferring certain fa-
cilities within the %Zone to Panama. The US under .

this option does not take an activist position on

the negotiations, and makes ~s1] Rahs
in its stand i d djurisdiction.

,f”fﬁﬁ; The third option assumes that the US is'readz )

g%

' sive offer to Panama, the ball is in the Panamanian
court, Under this approach the US stands back and
leaves the initiative to Panama, The US _eschews

To negotiate, but that after it makes a comprehen—

any significant.concessions outside the negotiating
framework and does mnot substantially modify current

positions on duration and jurisdiction.

" Under each of these policy options, an assess~

‘ment is made of the probability that Torrijos will

remain in power through the end of 1973 and the -
probability of a decision being made in January to
hold a Securit ncil meeting in Panama. Then an
‘assessment is made of the probability that events
occurring prior to March will give Papama.a posltive
SEFTTude toward the US., such events might include

a Righ-level bilateral meeting, some advance in the

‘negotiations, or some interim concessions. The-

“probability of events occurring prior to March,

‘events such as coup plotting linked to activities

in the Canal Zone or unfavorable publicity on nar-
cotics, which might sour Panama's attitude toward
the US is then considered. Next the probability

- of positive or negative events that might cancel

L3
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~-each other out and the p0551b111ty that no signifi-
‘cant events occur and that Panama's attitude toward
the US is neither particularly positive nor negatlve
- ig evaluated. In light of these factors, Panama's:
‘probable behavior at the meeting--whether it will
adopt a vitriolic antl—US tone or a non—aggre551ve
“tack——ls assessed. ‘

Under each of these cendltlons, the possibility
of Torrijos becoming personally 1nvolved'§ﬁ"fﬁ€“ﬁ€go-~
tiating process 1s evaluated. Then, based on the
presence or absence of Torrijos' personal involve~
ment and in light of all of the prev10us factors
an assessment of the probability of signing a treaty
in 1973 is made. Flnally, an over-—all probability
of reaching a treaty in 1973 based on each of the
three policy approaches is computed. The assess-
‘ment in-all three cases concludes that the chances
that Torrijos will remain in power through the end-
0221245 are Very high. ~1f Torrljos is removed, ThHE .
resulting power “Féalignments would impair Panama's

. ability to concentrate on, a"fteatj”ﬁ"ﬁ“ﬁﬁﬁfé‘%ﬁﬁt&
not ke a treaty in I973. .tuurg,lg_g_ggLy low_preka
‘blllty#that Zorrijos, (43 years old) will die or be
removed, from power next year. A two peréent proba=
bility is assigned only because Torrijos travels.
extensively through the interior on Panamanian~main-
tained aircraft that use unimproved landing sites -
and because there is an out51de p0551b111ty of as-
"sa551nat10n.
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| T End Of 1973 Held In Panama Before Meeting = at Meeting In Negotiations of 1973
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No
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’ -7  ]Po1in_Posture'A~QUS*actively pushes the mego~
" tiations. This course of action yields the highest
probability of reaching a treaty agreement in 1973.

A f&irlyihigh'ﬁfobability (90 percent) _is as=

.. signed tg the prospect that.there will be a_Security .
' Council meeting in Panama even if the US takes the

fRitiative in thé negotiations. The meeting has
positive value to Panama quite independent of the
‘canal issue, substantial momentum has developed for
such a meeting, and newspaper publicity that has
already appeared would make a reversal of policy
rather difficult. 1If as a result of US representa-
'tions Panama does reverse course and there is no
Security Council meeting, this would indicate Tor-:
" rijos' belief that an agreement is possible in a
" relatively short time, ' There is consequently a
very high probability that Torrijos would become
personally involved in the negotiations and a high
probability that a treaty will be signed in 1973.

. BAfter a decision is made to have a Security
Council meeting in Panama, Panamanian behavior dur-~
ing the meeting will depend in part on the net im-

" pact of events occurring before the meeting, but
even if untoward incidents impair US-Panamanian
“relations, there is still a 60 percent probability.
- that Panama will adopt a mature attitude toward the
" ‘meeting. S '

If the US pushes the negotiations after the
‘Security Council meeting, the probability is high
that Torrijos will become personally invelved in
the negotiations.  If so, there is a high probability
.of reaching agreement; if he does not participate,
there is a very low probability. Paradoxically,
the probability that Torrijos will become personally
involved is somewhat higher if Panama behaves in-a
‘nationalistic rather than a less aggressive manner
during the meeting. The explanation is twofold:
Torrijos would emerge from the meeting as a hero
_capable of protecting Panamanian interests, and he
_would regard continued US willingness to negotiate

| o . SECRET o
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ions as a signal that .

agreemer Sil Interesting too is the =
; jndgmantjthat ifﬁtheanetuimpact]OffevéntshbefOreﬂftg
4~thérmeeting?isinegative;and[PaﬂamagStill:behavesvﬁ |

under. tough Panamanian condi

an. agresment was. possible. I

that Torrijos will become personally dnvolved in - .-

j:.?reggxdfPanama's‘good-behavi0r1as.a_sigpal,ﬁcjﬁhe, R
U8 of a particular interest in concluding a treaty -

his restraint. .
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‘in a mature manner; there is a higher probability - - .

i _ thenegatiation5¢than”ifjthefnet_impactVijprevious;~c ffﬁi'w“f;
.. events were positive or neutral. Torrijos would .. .- .. i.oi.
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’“ﬁ‘ffoliéi‘Pdsture‘BQ—US'bffers conceSSions\outside 

the negotiating framework, but does not actively push.

- the negotiations. This posture yields a much smaller
. chance of a treaty in 1973.

-+ Under t+hesa conditions there.is an. even greater
_ probability that Panama would decide on a Security
. Council meeting, but only a five percent greater
-,probability'that Panama would act nationalistically
"at the meeting. This posture which leaves the
 initiative in the negotiations to Panama ~has a .
“much smaller chance of getting Torrijos personally
involved in the negotiations. But the probability
of his inveolvement would rise if Panama behaves.
~maturely at the meeting since Torrijos could feel
. that Panama deserves. a reward. from the US for its
-good behavior and that the US would be more recep-
~ tive to Papamanian demands. On the other hand, if
" panama adopts a mature attitude and Torrijos is per-~
sonally involved in the .negotiations, the chance of
a treaty is not as high as when Panama had first
acted*nationalistically."In the former case, Tor-~
rijos might feel that he had been too forbearing
~ and should apply pressure before agreeing to the US.
w¥position;ﬁin.the.latter case, Torrijos would have
~already put the screws on and would, therefore, be
.gmareﬁwilling;to:accept‘the Us position at face value.
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T POlle Posture C-«US offers no. 1nter1m conces-?;(f"
_u510ns and leaves -the s initiative in the negotlations,h
I o Panama. -Here “the probablllty of a treaty drops -

-&f;to less than 10 percent-rg‘

Sl The probablllty of a Securlty Counc11 meeting
- is over: 95 percent,. and there is a greater. chance~-= ;
' +hough still less than 50 percent-—of Panama adopt~

. ing a natlonallstlc attitude at the meetlng.' The

" "chances of Torrijos' personal involvement in the

-f;nsgotlatlons are negllglble, and a treaty agreement
1n the 1973 tlme frame is vxrtually 1mpos51b1e. .
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